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THYS DOCUMERT CONTATNS I1NPORWATION ATFECTING THE NATIONAL DEPENSE ' o

e e T e e P raseaston o meves THIS 1S UNEVALUATED INFORMATION

LATION OF ITS CONTENTS YO OR RECEIPT BY AN UNAUTHORIZED PERSOK 13
PROHISITED 8Y LAW. THE WEPRODUCTION CF THIS FORN IS PROHINITED.

2.

Since the CSR has no gold reserve to pay for imports, she must export
sufficient goods t0 emble her to import those industrial raw materials
which she must have to meet production goals set by the USSR. Under
pressure from the Soviets Czechoslovakia is to concentrate on production
of heavy industrial items, destined not only to increase Czechoslovak
war potential, but alsoto go to the USSR. Goods exported to Russia
always sell well below established world marketing prices, while the
capital goods which Czechoslovakia urgently needs are purchased at much
higher rates, whether obtained fror the USSR or from the West. These
trade policies are draining the CSR of its resources and placing a
tremendous strain on the national economye

25X1

The Soviet=Satellite Council of Mutual Economic Aid (CEMA) was created

as the Communist answer to the Marshall Plan, Chief Czechoslovak rep=-
resentatives were Dr Jaromir Dolansky, former head of the State Planning
Board and now Deputy Premier, and Goldmann (fnu). One of the main pro=
visions called for the streamlining of all industry in the Satellites;

the OSR was to concentrate on heavy industry. Czechoslovakia's tradi-
tional light industries, ie, textile, electrical, optical, precision, were to
be transferred to Poland and Hungary. Ths Czech representatives succeeded
in postponing this move for ¢ time, but were unable to stave off the vast
expansion of heavy industry. The CSR's light industries were curtailed

20 to 30% from their immediate postwar capacity in order %o conserve
critical raw materials and necessary manpower for the defense industries.
Some non-defense industries were shut down. 4n example of the dilatory
operation of the Council was demonstrated after the la#t revaluation of
the Polish <zloty. After the revaluation of the zloty,
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the Poles refused to alter the customs and shipping charges on Czech /
goods leaving Polish ports on Polish ships, | | 25X1
| The Czechs broight this fact to the 25X1
attention of the Council; but no action wes taken, with the result that

the Czechs stopped using Polish ships for a time, The situation was

settled only after direct pressure was brought to bear on Poland by

Moscow. .

30 Before World War II, about 80% of Czechoslovakia’s foreign trade was with
the West; now the percentage is down to about 40%, The action of the US
in cancelling- preferential treatment of the CSR under the provisions of
the General Agreement on Trade and Traffic {GATT) resulted in higher
tariffs on CSR exports to the US; consequeinkly, Czechoslovakia was faced
with the necessity of lowering prices on her éXports or withdrawing
from the market, (The Czechs protested the action of the US to the
GATT organization in Geneva,) | | the political site . 25X1
uation has caused the Western countries ¥o charge the Satellites higher '
prices, Czechoslovakia no longer regards trade with the US as important
since Czechoslovakia imports no strategic goods from the US. The US
has simply succeeded in WSQﬁéé'zin"W the CSR out of trading with the West,
with the result that Czechoslovakia is forced to turn to the USSR for
foreign trade at very unbalanced pricesg .

Lo In order to fulfill the “USSRYs plans for production of such things as
- sBteel, blast furnaces, foundries, etc, the CSR has been faced with the
~ . necessity of importing precision pall bearings, scrap metal, machine
tools, raw textile products, and some chemicals, as well ot
The Czechs weré suécessful in obtaining some scrap metal 25X1
.ﬁb‘a‘b this was in fairly small amounts and Western restrice 25X1
ons on shipments have reduced this fo~ sulphnr was obtained
non«ferrous metals | cotton from the USSR - 25X1
In general these goods were obtained in small quantities and
were inadéquate for Cpech needs, Raw materfals imported from the USSR
are poor quality but are paid for at high prices. Soviet-ore is so low
in iron content that spacial blast furnaces have €6 be installed to proe

céss the ore, which adde to the expense, Soviet cotton| | 25X1
is also very poor, resulting in low gquality finished . . . . 25X1
products, .

5. Im 1947, the CSR ordered machinery for a shest metal rolling mill 25X1
I:L|Its capacity was tobe approximately 200 thousand tons of sheet 25X1
" metal per year,dnd it was tobe used to replace obsolete Czech machinery, ,

Up to October 1951, however, the machineivy had not been deliversd bet
of the embargo, |

25X1
25X1
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8. ih the past there has been a good deal of unfair trade practice in the

or

9

10,

form of underselling by the Czachs and Poles in the Satellite orbit. °
Poland was eager to undersell the C8R becsuse of thd formerts unfavorable
trade balences, For example, during 1951 the Poles were trying to under-
sell Ozech sugar. The Czechs were proposing to sell their sugar

or _$220.00 per ton; the Poles were asking between $207,00 an
$210,00 per ton from the same customers, |

|The Poles were able to

force down the price of Gzech epps by usineg the same methods
\ Hungary, as a rule, did not

‘territorial branch of the

practice underselling, but was

quite willing te pay premium prices for

hard goods

Onéo a year, the State Planning Board (which ranks sz a ministry and has
been headed by Pucik since November 1951 when Dolansky was made ‘a Deputy
Premier) compiled s program for imports and exports based on requests

" from the various ministries and state entérprises,” This didntt necese

sarily mean that requests would be filled, The 8tatas Flanning 0ffice of
the State Planning Board tailored the requests to fit the over-all
program, This program was secret ahd no one foreign trade company knew
what another was importing or sxporting, nor did they know which countries
were trading with the CSR., The Ministry of Foreign Trade /See Endlosure
A7 was charged with administering the provisions of the plan, DPecisions
Tegerding C8R exports were made on a high level; all "decisions were made
by at least one of the Vice Miniaters, Decisions on exporting hard
goods were made by the Minister of Foreign Trade himself, The appropriate
ini 4 as o-‘-‘, e it slzl.r‘*;“.\"; ONns on

4 W)

imports.

winter of 1951, In approximately May 1951, however, the CSR tried des=
perately to export large quantities of sugar| ‘because the

sugar beet harvest had been very good and the Czechs found th 1v
without any other commodity in sizeable qnmtity’%”—”—\

| The CSR actually succeeded in exporting approximately

11 thousand tons, valued at two to three milliom dellars, This lack of
foresight on the part of the State Planning 0ffice illustrates the serious

economic damage caused by imcomp o rn tra

1 onn

of all the ministries in the Gzech Govermment, the Ministry

of Foreign Trade was the most seriously affected by loss of competent
porqonl}el a8 a result of purges. The export and import of strategic goods
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is of the utmost importapce to the whole country; weak links in the
foreign trade setup seriously affeet the nation and ultimately its
reélations with the USSR as well as the entire USSR-Sate.iite écenomic
- structure, The Minisiry of Foreign Trade lost about 150-180 qualified
. persons as a result of the purges in Pebruary 1951, :

11. Absolute political reliability was the first and foremost requirement
for service abroad with the Czech Ministry of Foreign Trade after February
1951, As a rule, only mdtibers of the workers! cadre were sent abroad, -
and thesze only-on short tours of duty.  The Ministry of Foreign Trade had

. comparatively few people abroad on a permanent basis; perhaps 30«40 in
all, who served as commercial attaches, In Chime, the USSR, Poland, and
East Germany, the Czechs maintained commercial missions headed by come
mercial attaches. In order to lessen the chances of defection, it was
the policy of the Ministry of Sta.e Security not to imsue passports to

\ persons who had visited Western countries before on short=term asaierm

25X1

]_.2.» ‘Members of the Ministry of Foreign Trade include the following:

(a) Q,:,;%Ah:honin Gregor was appointed Minister of Foreign Trade after
-, the Communist coup in February 1948, Gregor-is the strong man
' of the Ministry and makes all major commercial policy decisions,

"o, 8% times against the recommendations of his Vice Minigterse

: '(b) Hadek (fnu) is in charge of importing all critical items and is
personally responsible to Gregor,

- Agtgr the purge within the Ministry in February 1951, there were %o have
been five Vice Ministers, As of October 1951, however, only thrée had
been appeinted: . L

(c) Boucek (fnu) as First Vice Minister is in charge of Czech foraign
trade companies and the planning of Gzechoslovak investments, Soucek
_came to the Ministry after the purge in February 1951 and succeeded
Jonas (fnu), who became Minister of Light Industry, Soucek waa
formerly a Communist Party Secretary and member of Parliament frém

... Hradéc Kralove, DR

(d) Dyorak (fmu) is Second Vice Minister and is in charge of trade with '

the and Satellit orak is also a Parliament member | 25x1
S : ZOA

(o) Budl:t Margolius is Third iyV‘igé‘;Minister; he is in cha_rg‘étéf;ﬁﬁde with

... Ahe ®capitalist® countries, including wWest Germany. | 25X

‘ SR — 25X1

o | During the war he was come = 20X1
various German conceniration camps, Margolius was with the

Central Association of Czechoslovak Industry in the For

Department from 1945 to 1948 25X1
In 1948 he joined the Ministry or roreign Trade as Chisef of the '
Praesidium, When the position of Vice Minister was established in .

1549, Margolius became Vice Minister in charge of trade with the

West, Margolius tried to take advantage of opportunities to trade
" with the West; he realized that in order to import from the West .
Czechoslovakia had to be able to export her own products. li| 25X1
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(£) Pozmer (fnn) functioned as a quasi-Vice Minister: he was in ¢
of ell imports to Czechoslovakia, | 25X1
He was chairman of the CP organization within the Ministry 25X1
na

11 hold t al
’ 25X1
: (8) Piamk(fmx a3i-Vice Miniater.was 4 -1 zach '
exports., 25X1
25X1
(h) Fierlinger (fpu), brother of Deputy Prime Minister Zdensk Fierlinger,

. was_the head of the s:wiet‘ section upder Second Vice Minister Dvorak,
(1) Jelinek (fnu) was the head of the Western Section uﬁdor.nargolinu ..
He game to the Ministry in February 1951 from the Central Trade Union o~

(3) 8vec (fnu) served as nopi'aty-to Jelinek, He was Commercial Attache im
- London as latps as oetebeg_é" 1950, afd he enjdyed the confidence of MargoXius.

(X) Bohumil 8troff held the title of Daputy Chilef of the German branch,
‘Pr.Horejs, former chief of the branch was dismissed in February 1951,

Stroff | has been with the Ministry . 25X1
of Foreign Trade since before 1948, 25X1
25X1

| Stroff was 25X1

 Tne "main wneel¥w in Czech=(erman trade relations and, thanks to him,"
the effects of the ‘February 1951 purge in his branch were -not’ so disagtrous -

88 1in some other parts of the Ministry.

(1) Pacak (fmu) was in charge of issuing import licenses in the German

-~

(%) Urban b(fml); 1s & member of the workera® cadrp who worked in a fa g 3 :
" He wé.a under "stxjaq 25X1

(n) Kiﬁh‘roﬂ (£2u) vas lbt'yﬁpi‘;‘lt in Stroffis branch. She was also s
.- member of the workers! cadre, S e e

Ch

(fnu) was the last Czech Commerciil Attache in Frankfurt, He

(o) x1
vorked under gtroff from Janyary 1951 to July 1951, | 25X1
i : 25X1
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" The huds of the foreign trade cenﬂaniu' ”
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ith few exceptions, were purged
Foreign Trade in February 1951,

at the time of the purge in the Hini,stry’

‘fhree of those who retained their positions weres -
- {p) Xonrad Pany was head of the Czechoslovak Chamber of Commerce, S
L

Pany was not purged because he would have been a hard
man to replace readily, The Chamber of Commerce was responsible for
properly representing Czechoslovakia im all foreign exhibitions and
fairs, ie, the Stockholm and Loipz:lg Fairs. (A special organisation
under Kohout (fmu) was in charge of steging the Prague Fair, Xohout

* was formerly a member of the Central Association of Czechoglovak

"% Industry,) .
~ (q) Gx‘cgor‘ (fmu), ‘(no~rolation to the Minister), was hesad of ccntrokonin.
- (r) Axler (fm) was head of Metallimex, which handled the import and.

export of all ntalq,
e‘llda

oo
#

ENCLIOSURE (A): Organization of the Czech Ministry of Foreign Trade.

/

§
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Og&inisntienpt the Czech Ministry of Foreign Trade

e’
Ministry of Foreign Trade
Minister: Antonin Giegor
N
Critical Imports) ;.| Secretariat
Hadek -
| 1 — | 1 1
Czech Invest- Imports USSR Trade Exports Western Trade
ments & Foreign Quasi-Vice Vice Minister: Quagi-Vice Vice Minister:
Trade Compsnies Minister: Richard Dvorak Minister: Rudolf Margolius
Vies Minister: Pommep S Pisarik
Soucek: ,
Soviet Seetion Western Section
Flerlinger Deputy: Svec
| N ] ]
German-Austrian
Branch Unknown Unkmown Unknown

Deputy Chief:
Bohumil Stroff
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